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PROCEEDINGS

OHATIRMAN HALLANANg\imho Oounoil will please aome to
order, The Secretary wiil call the roll.

(Ehe roll was ctlléé, and those listed on the title
i page were pressnt.) :

OHAIRMAN HALLANAN: A quorum is present.,

It is with a prefound sense of regret and deep personal
loss that I announce to the Council the passing of one of our
voiy distinguished, beloved and devoted members of this
Oouneil. Mr, Charles F. Rosser passed away at his home in
Fort Worth Texas. I would suggest at this time that we rise
and remaln standing a moment in tribﬁte to our departed
" member, | |

(The members arose snd observed a moment of éilonao.)

ORAIRMAN HALLANAN: I appointed a (ommittee on Memorial,
and T now recognise mw,}nﬁanoll Brown to present the report
of that committes. |

MR, RUSSELL BROWN: Mr. Chairman, Hr; Hemon was chalrman
of the committee, and he asked that I present the report for
him, | | |

Charles F. Roeser, a member of the National Poﬁroloum
Gouneil, depnrtod this 1life on July-l4, 1949, at Fort Worth,
Texas., It 1s with gre;tmsudnoss that we.record his severanos

from this group.

To the era of our country's greatest industrial progress,



Oharles Roeser contributed the qualities of mind and heart
that were needed to leaven materialism and impersonal efficiency.
To him, progress ih his chosen industry was hest expressed iﬁ
the betterment of human relationships and the use of the
produots of his induatyry for the greater eaze and comfort of
man.

His eyes vere always fixed on goals of improvement of
basic prineiples for the conduot of ﬁhe petroleum industry,
Sensitive to the merit of the smnllegt advocate, he ﬁould dili-
gently seareh out the truthfulnesa of hié positionﬂ Onge |
convinced, he would pursue his ocause with an unfailing
interest and & stubborn determination that brushed mside any
oompromise which would sacrifice fundamental soundness.
Measures of pure expediency were abhorrent to him whenever
thpj tended to nullify the broader permanent gain. 1%'

In our vast industry of conflicting interests and dif-
ferent opinions, he haa?weven into the fubwip 6r our industfitl
statesnnnahip a suataining sord of integrity that his gone
g0 far to maintein this body in its deﬁormination to be of
ultimaﬁo servioe to our people and to our government.

| He vas early marked for leadership. Men in his own

1nduatry‘gn§ in others sought his counsel. He gave liberally
of his time,mgr his energy and of his molna.bo the selution
of problems of importance; Leaderz in govbrnmdnt solicited

his help. As a member of the Pestroleum Industry Wer Couneil,



he vas of outstanding service in planning for the expansion
of the supply of pstroleum and 1its produots and thelr trana-
portation to the areas of military activity,

The majority of the members of the National Petroleum
Council have served with Charles Roezer for eight years--
in this and the Petroleum Industry War Counoil, We have besn
greatly helped in our ccllective decisions by his slways
forthright Jjudgment. 1In our individual actions, our lives
have been enriched by the warmth of his friqndsh1p§

The Netional Petrolewm Council, in meeting mssembled in
Hushington, D. C., July 28,‘1949; expresses ites deep regret
at the passing of Charles F. Roeser, our assoglate and our
friend, and direct ﬁ copj'or this stttaﬁeﬁt to be given to
Mrs. Maxine Roeser as evidence of our sympathy for her and
for hie daughters and for the other surviving‘mumhﬁrs of his
fmily.' | | | | “ _

OHAIRMAN HALLANAN{ You have hsard tho_reaolhtion as
preaantOGIhy-Mr. Brown. Mr. Brown moves its adoption,
| (The motion wae aeﬁOndod{)‘

CHAIRMAN HALLANAN: It-h;s been moved ind'seaonded that.
the resblution bo-adéptcd. All in favor 1ndioaﬁa by saying
"eye"; aontrary "no." The resolution 1s unenimously adopted.

..fiaent1§maﬁ, you have rOGeivod coples of the minutes of  ;

the last meeting of the Council on April 27, 1949. What is



your plessure? |

(1t was moved that the minutes be spproved.)

- "CHAIRMAR HALLANAR: It has been mowved that the minutes

of the itit neeting be &pproved. Xs there & aweond?

(The metion was seconded,) |

CHAIRMAN HALLANAN: All in faver indicate by saying
"aye"; sontrary "na-."‘ The minutes .ﬁ.ro-mi-wm.

Mr. Brown will present the vepert of the Secretary-
Trebsurer,

. MR, BROWN: In the peried frem Janusry 1 te¢ July éB,

the receipts frem contributiens have totaled $73,500.00,
Other receipts frem the sale of boelleta on f;hn national eil
polioy ameunted to $995.56. That is & tetal of §74,495.56,

Our total dimbursements in this peried were §41,181.33, |
We hmd & balance carried over from last year of $30,273.9%,
making & total to aceount for of $63;588.17. |

Recently we purehaped ten U, 3. sévings bonds at & cest
of §37,000, which we &re temporarily treating #s a reserve,
letving & balamee in the bank of $26,588,17.

CHATRMAN IALMHAN: Tou have heard the repert. Are there
sny comments or questions? If net, the repert Will be w?
seived and made & part of the record.

Gentlemen, &t this time I desire to present to the
Couneil the Acting Direster of the Oms and Oil Divisien,

Mr. Carroll Fentreas,



MR. FENTRESS: As you all know, Mr. Priedmsn left us
shortly after the last Oouncil meeting. Your efforts wers
not quite good enough to keep him, m ch to our regrot. He
has joined one of the companies and 1s now located in San
.Frnncilco;

8ince the last meoting, ve have had a new addition to
our staff, Mr, John Poulin; He i3 a graduste of the Colorado
8chool of Mines, did graduate work in geology at Columbila,
served for eleven years as an enginesr and geologlst for
Sinelair in 8outh America. He was with the Texas Petroleun
Gonpnny for s number of yoars; He organized the United
Geophysical Company of Venezuela and served as 1ts.vioe
Presidgnt- And he has been & consultent for the Superior 011
Gompnny; |
7 We feel very fortunate in hnving him join us to head our
foraign branch., Would you stand, John? (Applauﬁo)

OHAIRMAN HALLANANt Thank you, Mr. Pentress.

Mr. Vandeveer, are you ready to sublmit the report of the
| Oommittes on Petroleum Industry Manpowey survoyf
MR, VANDEVERR: I am, Mr. Ghairmen.

- At the last meeting, I gave an 1htqr1m report of tho

. progress of the Manpowver Oommitteo; There was some dihQ
cussion a8 to what 1t ocovéred, and finally the npprbv&i was
given by the Council to procesd on the basis which we were

~ following, This morning I shall also give a progress report,



and 1t 1is going to be b#iof, 1f you don't mind.

| At the present time, the forms have all been printead,
and they will stert going out immediately. Probably some of
them may be on your desks whoh.you return. And I would like
to say at this time that the chiel executive of each of the
‘companies in all phases of the industry will receive a oopy.
of this report for his porsén&l ettention, with the hopse that
this aufveyawiil start from the top down, and it will onli
be with the asaistance of the chief executive passing it on
down that I think we will be able to get the report back by
September 20th, the date by which we have asked for it,

I realixe that this may be somewhat of a burden; we hope
it won't be too much of a burden for each one of you exeau~
tives and the executives in the entirs industry to cooperate
with us in this matter. I read a'iettor at the lest Oounocil
mesting setting forth ﬁheibusia of the program which we have
prepared which we hope will be -folloved., | |

Mr. Chairmsn, that 1s my report, unless somebody has
some questions to esk.

CHAIRMAN BALLANAN: Are there any questions, genﬁlemgnf
(No reaponse)

-Anwway, MrQ Vandevesy, yau‘foport substantial prosfoﬁu?

MR. VANDEVEER: Substantial progress.

I would 1ike to say, too, that tho'cnﬁnoilﬁs-orfice_up

here under Jim Brown's supervision has done s masterful -job



in oompiling all this information. Gentlemen, it 18 a tre-
mendous Job to dover every phase of the 1nduatiy, and under
Jim Brown's guidence a grand job has heon:done, and I ean'f
resist mentioning it.

OHAIRMAN HALLANANt At this time I would like to call
for the report of the Agenda Committee. 'This iz the first
meeting since the organization of the Qounoll that Mr. George
Hill hes been unable to attend. Unfortunately, due to some
aitp&tions'that beocame acute, he advised us that he would not
be here for this meeting:

The Agenda Committee yesterday elected Mr. McCollum as
' Aoting Ohairman, and, Mr: MoCollum, I‘reoognizo you at this
time to present the report of the Agenda Committee.

MR, MoOOLLUM: Mr: Ghéizmin, gentlenten: On June l4th of
this year, the Chairman of the Naﬁionnl Petroleum Qounoil
transmitfod to the AEOnd§ Committee & oépy of & letter dated
June 1%, 1949, from the Honorable J: A. Krug, Seorstary of
the Interior, requesting the appointment of a committee by
thofﬁationnl Petroleum Council to study, Peport and make
: recémﬁe:dationa vith respect to (1) the problem of petroioum
imports, and (2) the problem of providing a substantiel
domestic reserve productive sapacity to be available in the
~event of unz'amorgehoy:‘fﬁith this report which the Agenda
Committee 1s submitting, there i attached ﬁhd'ibttéf of

Secratary Xrug.
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The Agenda Committes met yesterday at Council Head-
Quarters to consider thils problem, and after thorough
~ diseusaion the_rollowing was unanimously adoptedt L

With respect to problem No. 1, the Agenda Committee
recommends the appointment of a temporary committes to make
a factual study of the matter of petroleum imports, inolud-
ing the effect thereof on the domestic industry, the domestic
sconomy, and nationsl security, and upon completion of its
studies to report 1its findihgs to the Counell for such action
a8 the Gpunoillmgy deem appropriate. In view of the com-~
petitive aspects of the problem, the committee should not
suggest plans or pr6gr¢mij but shouwld confine its report to
findings of faot.

Dﬁ problem No. 2, tho-ﬁsendt Committee recommende the
appointment of a temporary committee to make a faotual atudy
of the prohiom of providing a substantiel domestic reserve
ﬁnpuoity to be available in the event of an emergency, with
authority in such committee to appoint a legal advisory sub-
committee, and upen aoupiotien'of ites studies to rahort 1ts
findings to the Oouncil for sueh action ss the Council may
deem appropriate, In view of the dompetitive mspects of the
problem, the committee should not suggeat plans or'progrnma,
but should confine its report to findings of faot. |

Mr, Qhsirman, we rospoctruliy,éuhmit'ﬁhia erért fér

- oonsideration of the Council.
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ORAIRMAN HALLARAN: Do you move its adoption?

MR. McUOLLUM: Yes, sir; |

CHAIRMAN HALLARAN: You have heard the rcpsfﬁrsnhmittea
by Mr. MoGollum as Acting Chairman of -the Agenda Committee,
The report iz now open ra: discussion. Are there any
remarks? If not, the question 1slupon Ehe iﬁdption of the
report 6! the Agenda Committee, All In favor indicate by
saying "l;@!g opposed "no." It 1s so ordered,

In‘vinwpaf the ndéptien of the report of the Agenda
Commlttee, which c@lls‘ror the nppcinﬁmant forthwith of two
aomhittoas, I desire to augg;ut to nr; Porter as Chairman
of the Appointment Gommittes that he endeavor o arrange a
meeting of the committee today to submit reccmmendations from
that ocommlittes on appointment of these respective committeas.

Gnntlgmon, I had hoped that we might be ftvorod this
morning with the proaonﬁo of the seargtary,or Defense,
Golonel Louis Johnsen, but unfortunntoly he finds it im-
possible to be here. But as his Pepresentative he has desig-
nated Admiral Biggs, who is here this morning: I would like
to present him to the Council at this time and ask him to
speak to us. on any subject he thinks is proper. Admiral
Biggs« (Applause) |

ADMIRAL BIOGS: Mr. Chairman snd gentleish; the Secretary
of Defense, unfortunately, oeuldn%# b#'hoﬁié\-we?ﬁid«ﬂfé

Barrows, the Under Sesretary of the Alr rcrbdkjiiﬂﬁd‘up?to'
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come, too, until ahouthuarter of six last night, when he
suddenly got yanked to Ohiougo'ar some other point in the
Middle West in # big hurry, and the Exesutive Secretary of
the Munitions Board Petroleum QJommittee, who I am at the
moment, was designated also about that same time,

There i= one thing that s number of the industry seem
to be interested in, from what I read in the trade papers
and by thn‘tQIOphono oalls I receive from various Tepre~
sentatives of those same trade papers, and th&tria.tho
position of the late-lamented Armed Servioes Fetroleum Bosrd,

Now, it Just so happens that the Armed Services Pﬁtraleum
Board has been dlssolved, abolished, otherwise thrown out the
window, ieaarding.to_the'nondlinds. It is very simple to ex-
pluinthst'bcaausc'it;is a matter of raeonstithtian. Those
hoadlints.are-v-ry“similir-to the hackneyed story about the
statistician who went eut-tafa;b;lnoh‘to send in the vital
statiatics of the pldea‘to-hia éiront cempany. Beling &
statistician, he uaually put things deﬂngin,tornﬂ of per-
centages.

Well, there were two women cooks and fifty men employed
by the oompany, and one of the men mnrried one of the women,
As a.roault,\pc_roPartad offiolelly to his boss thlt‘a per |
‘gent of the men had married 50 per cent of the women,
(Laughter) Now, mathemstioally that was absolutely true, but

it certainly gave you a psculiar slant on the deal.
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And that, gentlemen, is very muoh the state of the unioh
as to the Armed Services Pdtroloum Board.

As far as my short assooiation with petroleum on the
consumption end in other places iz ooncerned, it sterted out
in 1943 vhen I vas & iogistics officer in thelPaaific, and
thanks to you gentlemen I_didn'ﬁ vant for oil out there, Ny
main problem was to make sure that after it was losded in
~ tankers and arrived in various and sundry spots, 1t be de-
livered usually at sea under vay and sometimes under cover
of derkness to the right fellow at the right time. I Aidn't
have to worry much about it.

But I inew thers was such a thing as an Army and Navy
Petroleum Board, and I also had a vague idea ﬁhore vas 8
Petroluum Induatyry War Qouncil . aonowhoro around the house and
a PAW. Those things were purely acadsmic to me until I oame
back here in 1945 and found myself as a deputy executive ol-
ficer of the Army snd Nevy Petroleum Board, |

Then I began to find out & 1ot of things. One of them
vas that I hed 37 million barrels of aviation gasoline and
no Navy speaial. But Ve won't go into that; you knovw all
about it.

Then I went to sea for a vhile in command of a oruiser
and.I,hnd a position, not a job., But that lasted only nine
months, and ve landed back in the staff of thg Commandey,

Service Force, Pacifio Fleet, snd vwe got back in the oil.
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business again. JFor some sixteen months I was planhing
officer and then ohief of staff, and then, as Admiral Oarney
put it, I got promoted out of & very nice position agaln and
got & job and came baek‘to_Wtshington in the pétroloum
outfit, | |
I don't intend to bore yoﬁ_any further with this personal

suffering and the growﬁh & la Topsy of the petroleum sctivi-
ties vis-a~vis the induatry and the military services. nut.
I would like to read Just a couple of things from Seoretary
Johnson'a 1utt¢r concerning gﬁis Munitlions Board Petroleum
Ocemittee, of whioh, I repeat, I am now Executive Secretary.

B Iﬁ urad to be that I was executive officer of a board;
Bruce Brown vas the shalrman of a committee, the Militasry:

Petroleum Advisory Committes, And in order that we may get

-completely and thoroughly crcssed, I am now the Secretary of

the Committee and Bruce is Chairman of the Military Petrolsum

Advisory Board. Bo we are all square, (Laughter)
~The Secretary of Defense stated to the Chairman of the
Munitions Roard: | ) | | |
‘a, A oentral agenoy for the coordination of all poliey
and planning matters relating to petroleum should be retained
in the National Military Establishment and located within the
Munitiona Board. |

“b, The Armed Borviois Potrpioum Board should be re-

constituted as the Munitions Board Petroleum Commlttee to do
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this Job,ﬁgn 15 May.

The brbnd'functions and responslbilities of the
Munitions Board Petroleum Committee would thenoceforth bét
(1) to facilitate service and interservice planning end
coordination of effort in the field of poliocy and planning,
relating to petroleum matters; and (2) to make recommenda-
tions and to perform such services, duties, and funotions in
petroleum matters as may be requested by any agency of the
National Military Establishment. T

That 1s very similar to the guy vith the perverted sénae
of humor who wrpote in to the military commission, saying;
"Having special faith, confidence, and so forth, in so and
80, I do hereby sppoint him s colonel in the Air Force, and
he shall do and perform all menner of things thereto per-
taining.” That, I belisve, is this directive, also.

Now, 1t was further stated that the staff of the
Munitions Board Petrclewa Committee shall not be duplioated
by the establishment of other staffs for petroleum planning
in other agencles of the National Military Establishment.

- I think, gentlemen, especially those of you who were
present at the Military Pctraloun Advisory Board's mesting,
that ouf aontacts with you are speeifically directed by the
Seoretary of Defense. The Petroleum Jommittee is the industry
contact with the Military Petroleum Advisory Board, BStill,

having served under,sii charters, I am doing exsotly the same

¢ "
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thing I did before,
- Now, I can sssure you that one of the msin ressons for

this change is that we were conaidered slightiy 1llegitimate,

"1f thers is such a condition, because we did not have a papa

and a mnun}- Therefore, our paternity oxr mntnrniﬁy 1s obvious.
We do have one of those now, snd ve also have diroct contact
wilth tha Office of the stcretary of Defense, direct contect
with 1nduatry, direct centamct with all three sorvioeé, with
the Joint Ohiefs of 3taff, with the Boﬁearch and Development
Board, and w§ have policy coordination of the Armed Servides

Petroleum Purchase Agenoy, and if ahxono in the room wishes

%o be middleman, there is a golden oppcrtunity;

Thank you. (Applause)
c‘:mmmm BALLANANt eontiemn-, I desire to present to

the Couneil &t this time Mr Robert C. Turner, who is ahuirman

. of tho Intorasoney Working Committee on Synthutic Rubber

| Ltgislation and Speoclal Adyiser to the Steelman Gomuittoo

af the Whito aouso. Mr. Turnor.

. MR, TURH!R! Hr. Chairman and gentlemen, I think it ia
,harﬁly neceasary for me to outline to yau the problems that
ve hnd in yubber during the war or to onpha-ise 0 you the

atrutogio poslition or rubber in the svent of & national

- emergency. Suffice it to say that we are dependent for sources

of supply on"lreia that are very far from the United Btates,

some 90 per cent of the world's rubbey being produced in the
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Far East, During the war those areas were out off, and it is
neceesary to assume that in the event of anotheyr smergency
they might also Be cut off, and that it is therefore neaes-
‘an#; that we be prepared to mest our own needs for natural
rubber from sithsr aboakpiiing or from domestic production
in large part. |

wh-#a is some nstuxnl rubber which is dapoﬂ@&blo in
event of an smergency, but it is s very small amount. During
the last war a very large aynthotia rubber industry was buily;
it was bullt under very difficult oircumstances snd at aon~
siderable cost in terms of energy, manpover, mtwiﬂls, and
80 ferth, With the end of the war, the Congress ddtorminég
that that industry should not be allowed to go out o? oxl s
ence but that it should be sontinued and be available in the
event of anothar emergency:

The controls on the sonsumption of synthotie rubber
wers continued under the Second War Pewera Aot until March
of 1948, st whish time the Second War Povers Aot was repealed,
At that time the Oongress passed the sg-~called Rubber Act of
‘19M8, which had the effect of firset declaring that it is the
polioy of the United States that there shall be maintained at
all times in the interest of security and the oommon deferse,
in addition to ntookpiios of natural rubh?r, stookpilea of
synthetic rubber.

The A¢t ocalled for & tiahnoiogioally advanced and rapidliy
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expandable rubber-producing industry in the United States of
sufficient productive capacity to assure the aveilability,
in-torms of national emergency, of adeguate supplles of synthotic
rubber to meet the esmential civillan, military and naval

needs of the ocountry. |

The Act autha;izod the malntenance of a total capaclty
of 600,000 tons of synthetic rubber sultable for use in tires
and 64,000 tons of special-purpose synthetic rubbers. It
further stipulated that & minimum of one third of those
amounts should be retained in an sotive status, tho balance
to bo put in atand~by, It also nuthorisad the President to
set minimum levels higher than those one third levels if he
determined 1t to be nesessary to nitional sesurity ahd the
common defense.

The President, through delegation of authority to the
Seoretary of Oommerce, has determined that the seourity
level should be higher than the levels stipulated in the.act@

The RubbonhAet alec authorises the iassuance of regulea- |
tions on the consumption of synthetic rubher to assurs the
continued active operation of such level as the President
determines to be necessary to the n&tienll defense, not less
thgn 200,000 plus 65, o;oi gevae er ;Lm‘{} Lol e { V€ il

The Aot provides that tho plants needed to m&intein the

total capaoity of 600,000 tons and 65,000 tons== ' By the way,
I ﬁhink §3miaspoka myself a minute ago. I said that the
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President l'wn. glven suthority to issue regulations to maine
tain in active operation & oapasity of 200,000 and 65,000,
It is 200,000 and one third of 65,000,

The Act also provides that the President, soting through
suoch agency as he may delegate, whiok is the RPC, may dis-
pose of ln;rl plants not needed to maintain that total oapasity
of 600,000 tons of G.R.8. nrﬂ_ 45,000 tons of speaiulupurposé
rubbers, but that the plants needed for that ospmoity may not
be s0ld. Instead, it provides that the problem of disposal
shall be studled and that prior to January 15, 1950, the

| Fresident shall recommend to the Congress further legislation

oquriné both the dizpossl program and such other matiers gs
he may desnm sppropr;a.tt.

The President has therefore created, through Mr. Steel-
man, an 1nt¢m¢nci vorking committee to draft for the Prosi-
dent's consideration a report on ﬁhu -ﬁthttic rubber progran
ccnteining recommendations covering the entire program.

This committes nstarted ﬁo vork§ aéupl‘o of weeks ago.

I wvas brought in to sct as chairman, and will be here only

for the summer, The committes's first act was to draft s

Questionnaire, vhioh was sent out to some 800 ocompanies, and
I believe miorw company represented in shis room probably has
one. Is that right, Carroll?

MR, FENTRES31 All the refining companies,

MR. TURNER! We are very arxious to get the very candid

1
A
A

S
\',
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and very frank views of industry on all aspects of this
matter,
I could go into some detail as ta'some of the problems

that confront us, but I don't think I hed bettei take the

time. Let me say this much, however, The one big question

that we have'got'to‘anawer is, hov oapabls 1s synthetisc rub-
ber of standing on its own feet in s free oompetitive market
as opposed to natursal rubber?

In the case of butyl rubber, which 1s used for tubes,
the engineers report that butyl rubber is superior to natural
rubber in every respect, and yet there are still & lot of
peoﬁle who will insist on taking & natural rubber tube if
they can get it. I found out a oouple of days ago that the
Exeoutive Seorstary of the Watiocnal BOQurit# Counceil, vwho

ought to know better, was offered the tholoce between a butyl

ﬂrubbqr set of tubes and a natural rubber set afltubea'ror his

car, #nd he Hook the natursl pubber tubes; he thought they

wvere better,

In the case of G.R.S., the superiority is not as clear.

‘It bas been definltely established that G:R.5; 1s superior to

natural rubber in certain respecss; in other respects it is
not aupepipr'to natural rubber, and we are uncertsin &s to
how @.R.8., would compete with natural:ruhbar in a free oom-
petitive market.

Obviously, one very important point 1s price, If
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natural rubbsr sells for more than synthetic, we have one
situation; if it sella for & good deal less, we have guite
| a different one.

We want adéiae from industry on that. We want advice
from 1ndustr;, also, on the problem of hqw much anpguity is
needed in an active statuz in order to provide rapld expand-
ability and in order to insure ¢ontinued technological progress
in the synthetlic rubber industry.

We would like advice from ihdustry on how the disposal
program can be arranged so that it will achieve a free, com«
- petitive Industry and so that it will in general acoomplish
the objestives of the Rubber Act of 1948, We would like the
advice of industry as to what type of cohtréls ghould be used
if @entrois are to be used. If it.ié determined that it is
nesessary to havi.aontrals‘in erder to keep alive the syn-
thetio rubber industry, we would like the advice of indﬁsfry
as to what type of control should be empleyed, |

| I think I oan perhaps oelose best by agyihg that this
Interagency Committes is very anxious to have your views.
-ﬁi_hava elacted to go direc¢t to the companies oonoerneq |
rather than through ﬁradu assocletions or existing government
advisory sommittees besause ve vant every person vho is in-
volved to have # ohance to say hie own say 20 and auylit
dirsctly iithout having it be screened by any orsaninltion.

We vant to get complete, full and frank opiniens of
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everybody who has anything he wants to say, and if anybody
hasn't recelived & quostioﬁnﬂire and would like to get ano,'
please let me know.

GHAXRMAN HALLANAN: Are there any gueations, gentlemen,
you desire to propound to Mr, Turner in conneotion with this
proposed rubbpr progranm?

MR, WILSON: 1Is the butyl rubber oonsidered one of the
spscisl rubbers?

MR, TﬂRNERf It'is the ohief special-purpose rubbofe

MR. WIL3ONt Whnt is the npproximgté proa@nt level of
production of the special-purpose and other rubbers?

MR. TURNER! Thﬁ'prosent level of production-ﬁx.nm‘not
sure I oan give you exact figures, but production of #.R.S.,
I boxﬁivo,’is punning 300-0dd thousend tons, Do you know,
aa.rrolri? ‘

MR; FENTRES3:1 I would eay 400,000 tens.

J MR, TURNER: Butyl rubber ha= been yunning around 60,000
tﬁnag . |

MR, WILSON: About helf of the total odnsumption of the
tvo together, | |

MR, TURNER: DNo, @.R.S, is running olose to 400,000 tons,
and butyl is running about 60,000 tons.

MR, WILSONi I say, that totals almost half of the
totni rubber consumption of the sountry.

MR. TURNER? The total 1s running sbout a miliion, so it
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would bhe less than half.
MR. WILSON: The quoition.in~hy»m1nd:whpn;1-rqooived;
th1s quostionna1rq vias whether the committee really wanted
to know how this problom~ieokod;frqmutho;dcpths-pgrs gﬁad
desap fog, and I think that iarthe;posibion.ﬂ'Eﬂaﬁvmgny;pg;gs
find ourselves in, Thare are a few compgnienuthnt-hqve:nnd'
an active part in participating 1n'the,aynthntie-rubberaproggam,
but & good many of the ocompanies here don't have much knowledge
of the technioal developments, what the new rubbsr means
teshnically, and vhat the new industry problems are, and it -
1s & question in my mind vhether we can offer anything useful.
| \New._thnh'ﬁo-an‘t~lpply=to-8¢me of‘thé-oompqnies~thatfy
have & share in running some of thq-indusﬁria;,,bdt it would
seem to me that people who uﬁe‘aimply int;riqtqﬁ-ﬁ;ptgndora
-but-hnt;inyalvpd in the produetioﬂ oy usa‘roally ;oulﬂn't
add veyry much,
MR. TURNER: Ve reslise that, and I imagine that a good
many of the qucstienﬁairoa wq-adnt_out=wi11:qithpr;not'borrqf.
plled to'or:-lso-will-cemo-bnakwith-azrtplrzaaying, "He are
sor¥y we ayen'st nhle:to;¢dvi§e.? But - we didn't like to may .
ﬁns¢d~orrt1np; ”wevthink,thié;cduphny a;n give us good advice
&ndnthlt-aanlta"-Wbthought,ja would send it to all and let
- the companies themselves decide vhether they are in a position
to réplx op not.. o |
'JMH;:Wlaaﬂﬁﬁa Ifthink-yqﬁr'gqmmitteg-ahpqidigive oon-

sideration to the antitrust angles inhevent in this



sorate if the

that you will“hav.e

immedliately praesents
Ay in vliew of the
s;pubbor oompanies that
41; if the rubber gom-
‘ene of the blg foup
‘tvﬁm -other three

“want to buy its
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situation, becsuse after all the petroleum companies supply
the product which produces hutadisne., It in turn is one of
the principal components of synthetis ruihof-

Therefore, in order to do an effestive job under
priv;to.industry, it vould be nesessary to have a combination
of rubber companies and oil ﬂcnplnios and s fixed outlet and
&n agreement. betveen them in relation to the taks, Bo I
~imagine the Justice Department might have lelhthing to'lnf'
about that. o

HR,,EURNERx;_:oa,_the Justice Department is repressnted
on the committes, and that iz a very live pruhian on ouy
/;gcnda X don't know:the answer to 1%.“ |

You are fased with this -1tunt1cn. If ve are to have an
;atiro enp;city af only 200,000 tnns of a. R.B. and Lif the
plants that are to be:opersted are to be operated at anywhere 'ﬁ
neaxr ctpseity; vhich 18 where they ought to eof ¥
are to operate arriﬂiahtly;‘thon:thnt'lnsna 3
onlyltbout four plants in operation, Phat
Jou vith an antitrust problem, partisular
fact that there are at least four large
vould each insist an'hlvinseitsfe'n;plar
panles are to oantﬁan;JthAtfis,a;r 3
owned s big plant, it aévnﬁ'rrﬁhshlf
ought to own thoi'ra.- .ﬁoo'd'y_ur “We

synthctio,rron_riﬁoatcnn,;
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7 It iz e difficult problem and I doen't lmow the snswer
| to 1t.

MR. WESOOAT: It 1s only one of many we have.
5 OHAIRMAN HALLANAN! Thank you very much, Mr, Turner,

and we hope that from time to time &s the opportunity

i
5 presents itself you may keep us further informed,
f MR. TURNER: Thenk you. Mr. Fentress is on this com-

; mittes and wiil try to answer any questions any of you may have

f on the guestion.

; ONAIRMAK HALLANAN: Thank you very mucha

; f’””fx£m§qntltMQn, ve are all familisr with the very construotive
and far-reaching services that have been rendered by the
Intbrattto 01l Oompact Commission, made up of representatives
of the varicus oil«produsing states., I am happy to Bay to
the Oounoil that by invitation we have this morning with us
Mx. Farl Foster, .who has served long as Exeoutive Secretary
or tho intorst;te~0i1 Gempact Ganhisaién, and I desire to
present Mr., Earl Foster to the Qouncil. We would be glad
to have yﬁﬁ say anything you like, Mr. Foster. |

MR. FOSTER1 Eﬁa Chaelrman and gentlemen, I have nothing

to report. I oahp purely to observe and 1enpn, but I want to
express my peraonal appreciation and extend the greetings of
Governor Carlson, our shairman; and the entire Compact dommis~
sion for the opportunity of bsing hers as an oﬁéof{ér( I ae-

aurt-you‘thnt we a&re iﬂxious%t@*ooapi?htd“1njth65rie1d'Ln
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whinh we operate.

Thank you very much.

CEAIRMAN KALLANANt Thank you, Mr, Foster. |

ﬁo alzo have as our 3uest.tod§y, gontlonoh, Mr. Ellis,
vho is Exesutive Diresctor of the HNouse Small Business Com~
miitoo, whioh has been giving a good deal of timn'to atudy -
of the problems of the petroleum industry. I vant to pre-
sent Mr. Ellis to the Council. (Applhusc)

HR* ELLISt I am not supposed to talk; I operate by
questionnalre, as most of you know. (Lnughtor) |

" I am very happy ko be horo, and I am plrtieullrly
1ntoroatud in the report of your Agenda Oennittoo. ainao I
am & fact finder and my commiitee dravs the eonclunions from
vhat I find, I had hetter leave that conversation to thqm;

I vould like to'afité, hovever, that as far as our:Qtnft
is a&nscRnnd, ve intend to centinue tistnualy vith our Lne
vestigation of this hrnhiom~ef oii imports. B8Bince we initially
started, ve have found that there are & 1o£ of things to bo
taken into consideration, more than first met the eye of
those of us vho are laymen, ss far as the-potnoleumsis aon-
cerned. But we do intend to ceme up with an unblased finding
of faots that tho-m.mhors‘aﬁ:tko'aqnuittoo can usdj:u:thoy
see £it. | |

!h;nk:you-vdry-much;,mrﬁ Gheirman.,:

QHAIRHAN,HAELANAN:? Thank you ver

'J" muﬁh.‘
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I would like now to pass mlong to the report of Hk;
Bruce Arown, Chairman of the Militery Petroleum Advisory
Board, |

MR. BRUQCE BROWN: Mr. Chairman and members of the
Council: I can report that apparently we ars getting along
with the armed mervices. They feed us, B3i Bﬁble, who was
redently added to our board, has accepted the shairmanship of
our production panel, Dr. DeGolyer requested to be relieved
of the dhairmnnahip, although he 1s aéntinuing as a member of
the board and es a memher of the production panel.

There are & coupls of points that ﬁiy be of interest
to you that I cculd mention from our meeting yesterday. The
refiners would probably bs interested in one of them; the
othors won't, A lot-of you fellows have heard norttik about
100-octane for so many years that I uﬁ ombgrrasuod; Yesterday
ve had & little report-on 100-ostane,

The armed Qorviaoa'havOEnukdﬂrtha-Avigtien Fuels Oom-
mittee of the Board to tell them th; limits and bounds of
availahility and dost of aifferent gredes of 100~oc%ane fuel,
running ill the way from grade 100 to grade 130, up to the
hiého-t grades that they huva+givan~écnaiaerntion-to up £o now,

In erdey t6 appraiss the qualities and quantities that
agould be produced, a group of men frem Humble, Shell, BSosony
and Phillips worked a goed many man-menths. They hadJlai

varliables to oonsidor“for’thownrnod?ubfvieqsiin-ardor o oome



28

up with an ansver for them, and finally they did come up
with an eanawer which geave the figures and the approximate
dollars and barrels per day of different gresdes dr aviation
fuel. |

Now, the point of my story is that the most promising
and probable set of circumstances that they brought up for
consideration by the Alr Forces would involve an expenditure
of 800 million dollars réf nev faoilities, whish 1a exastly -
’where ve came in, just exactly a repstition of World War II.

The other thlng is this. On fuel produstion, Secretary
Krug, in his letter to Mr. Xallanan, which resulted in the
icport of the Agenda Committee this morning, refofé ﬁo what
ia ocalled ﬁy the'Agonda Committee r-portﬁ?tha'problen of pro-
viding a substantial domestic reserve productive ocapacity to
bé avallable in thc‘évent of an émprgonqy."

Mention is made of the authority of such oomhittee to
appoint a legal advisory subcommittes. In Seoretary Krug's
letter, he also mays that this problem is veferred to you,
And that is right. I want to say how happy I em that the
Couneil accepted that question. I hops they ereate a legal.
advisory subsommittee because to me, after a lot of hours of
oonversation vith the board, it seems that the preblem is
mostly legal, not operatingg The production sngineers can
tell you jJust exactly how to dp it, bﬁt the pioblomn_nra the

problems that you meet in the state 1qsia1atur§a»and*the
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national Congress and the Department of Justice.

80, 1if the Qouncil committee oen work dub anything that

will snsver that question, the whole activity since 1945

vill be well worth vhile, because strange as 1t mey seem to
you gentlemen who are struggling with surpluses, thers are
a lot of people around here who are worried ams hell about
fighting the next war and we still have to argue with them
every time we come to town,

ORAIRMAN HALLANAN: I would 1like now %o present to the
Council Golonsl Cotulls, Bxecutive Officer of the Armed
Services Petroleum Purqhaning ABenay. (olonel, we want to
hear vhat your problems are today.

00LONEL COTULLA: Mr. Hallanan, members of the Petroleum
Gouncil: I can't help bdut be just slightly surprised at
Admirgl Bigge referring to peroentages in his remaris, Of
oouiie, it 1s all right for planning and staff agenocles fo do
that, but I vant to assure you that eo far as the Purchasing
Ageney is conocerned, the events of the past fev veeks have
indicated very dorinitoly that we should avoid peroentages.
So, for any figures I give you, I will use simple fractions.
(Laughter) |
}\vﬂfLaat April I gave you a thumbnall sketeh of our contem-
;;iated prosuremsnt for the balance 6f the fiecal year; that
is, the fisocal year that ended the 30th of June, and what

we knev of the ourrent riaonllyonr'a requirenents,

T
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Now, during this intervening three months, those re-
guirements have changed in a number of instances. Some have
gone up; some have dropped. Burprisingly, the total bulk re-
quirements of the militarynror the fiscal year 1550 have in-
oreased from 79 million barrels to about 97 million barrels,
or about six million barrels more than our total was for the
fieoal year 1949.

Thit ocomes about, I suspeot, beocauze of a slightly more
acourate estimate that 1s poszible nov and also because there
have been & fev r-quirouanté toassed in for strateglc stock
PUrposes or emergency #anQEVc levels in the continental
United States. ’

In the aiintion fuels, the total remains essentially the

same a8 the figure I gave you last April; that is to say,

about 26 million barysls, l!h-ro.h:a been & alight downward

revision in £ne grade 15Iroqu1remont, with esapntially a oom~
bnrablo inorease in the grade 100 rﬂquirlmnnﬁ:

So far &3 coverage is soncerned, commitments from in-
dustry to meet our requirements, we are essentially covered
in thé aviation fuels, with the exception of aénﬂ 600,000
barrela of grade 100, which I was informed yesterday we would
probably be aiking industry o aﬁpply on tﬁo v. s.'Gulf Qoast
sometime within the next six weeks; that is, wQ will ask for
higs.én that quantity sometime within the hnxt thirty days

to six weelks., The rest of it 1s pretty well taken oare of,



31

On the motor gaszoline, that requirement-has rerléatad
the largeat ohange. I indlosted to you last Apryil that our
requirement for this year was between eight and nine million
barrels. I find now that that has gone up to about thirioen.
million barrels, and I am telking about the entire year, not
the six months; that is for the pericd ending 30 June 1950,

That agein has been largely aovorid..‘WG sre shy 1in our
total oov-rugo'ibcut a ﬁillien and & half barrels, but we
are opening bids, 1 understand, this afterncon for a million
and & quarter barrels, and I anticipate no difficulty in
sesuring that volume of product. |

On the distallates, the prequirement was indicated to be
_ between twslvo and thirteen million Barpels last April, which
vas a redacﬁiah'in-whnh‘wo had raroqast:rar the fisoal year
1949, and I am serry to say that that antioipated reduotion
haen't materialized as we now go into the fisoal year 1950,
It is up to adout seysnteen million barrels now. %hat has
been taken ocare of. Hi have commitments from industry lexr
the major part of that.

On the major fuels, the reguirement last April was
indicated to bo about 33 millien Earrhlaa Ih the fisoal
your 1943 we reguired sqﬁa-sa_miliicn barrels. New the
ddp;rtiants estimate that the tatsl‘annnna\rer heavy fuels,
chiefly Navy =pecial, will be of the order of 38 million
barrels for this fiscal yeenr. ‘Asginf all of our domestie
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requirements, the requirements that we normally secure from
the domestic companies in the United States and adjacent
sreas, have been met,.

Now, the total figure of 97 million barxels that I gave
you is, of course, excliusive of what we Pefer to as our
regional contraota; that is, the requirsments of the posts,
camps and stations and the installatlons within the conti-
nental United 8tates.

Now, we go out for those on a six-month basis, and
.-the esontinental United States is divided into various regions,
aonferﬁing~roughli to the old Treasury Department prooufomont
regions., Those requirements nro-phas;d for administracive
purposes in our own shopa,lao we dbnfp have the entire velume
hit us each time. We try to have one hit us each month.

For that reasen itris difficult to BI;%tt-lny one time pro~
clsely whit*u'aix-nanth\orryoar'a requirenment iz for the con-
tinental Enited Bﬁatos.ﬂ

- However, if we taks the quantities that are now under
ocontract as of the 15%h of July, for example, and assume that
that i reasonably zosurate for the half-year poridd, we dome
out with a total requirement for the six-month pericd of
olght and & quarter millien barrsls. |

Now, two and a quarter millien barrels of this represent
burner oils of the variocus grades from -1 to 6; the rest of it

is pretty well aoqttoroﬁ down over metor ggsqlins,-diﬁtnllntes,_
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and 30 on.
| We have.opened bids on this eight snd a guarter million
b;rrcln, and we have avarded uantPAuts\ft? roughly seven and
a half million barrels, which leaves a raistivoly small part
of the total for vhich we were unable to secure coverage.
You will appreciate that that takes in a1 fferent places.
The Gurps of Englinesrs may havo a requirement for 5,000
gallons of gasoline dolivorod in some sounty in Nissisaippi
at erious points along the Mississippil Rivor, and it is a
little difficult here in Weshington t¢ obtsin aevaélge on an
item of that particular nature. o

Now, on that basis, if ve throw together the regional
rpguironenta-wnndfl think most everyone is interssted in
determining vhat the total military demand vill be--if we
take the indicated Bulk reguirements of 97 million and we
double the six~month roquirnnonta that we have computed on the
post~camp-station level and throw that together--we have a
totel post, camp and station requirement of seventesen million
;bar#nls and the bulk requirement, largely for offshore purposes
and ror major storage instailttians in this oountry--we ccme
up with 114 million barrels total militery requirement for |
the fiaosl year 1950, vwhieh .represents currently our best
guess on t&t problem.

Now, I would like to say that - sinse the first of the

year, as I indicated to you in April, ve bhave hsd no d;;fé,ﬁlty



34

ihntevor in securing from you people the produsts that the'
military has nesded, You have come through in fine style,

I appreciate that it times perhaps your tempers have been
elightly frayed with our ohanging requirements and the faot
that we change our mind ocossionally and say, e don't vent
grade A 80-cotane, but ve must have grade 0,‘&#& ve should
have had it yesterday," That is always annoying.

But daapiﬁi those changes, I otnit think of & single
instance where we have been unsble to Becure the‘produoﬁ in
the volume and at the time when we needed it.

CHAIRMAN HALLANAN: In other words, to sum 1t up,
Oolonel, you zee no reason to re-create Colonel Brnkeis
ocmmittee for the moment? |

COLONEL GOTULLA! Af the moment I believe that Qolonel
Driko oan relax, and I see no nesessity for resonatituting it.

OMAIRMAN HALLANAN: Are there any questions, gentlemen,
;haﬁ you desire to ask Oolonel Gotulla?
| MR. POGUE: Golonel, what was the corresponding figure
for the previous fiscal yonrlﬁo sempare with the 114 millien
barrels? | |

GOLQN;L COTULLA1 The final bulk requirement figure vas
92 million barrels, That is olose to 97 this year.

Kow, I oan't glve you the regional requirements. I aﬁ- .
sume they are approximately the same. Those don't vary too

much because they are fixed instsllations within the United
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States, but'théy axe of the =ame order. And it could easily
‘be that when we wind up riscul-yonrnlgso ve Vi1l find our-
selves having procured 92 million or 101 niilion. It'iiil
‘be of that same oxmder, however.
OEAIRMAN EALLANAN: Thank you very much, Colonel.
Gentlemen, there has besn s great deal of anxisty and
sonsern as to the ofroet on the domestlio oil 1hﬂuétry of the
operations of BOA. We have had the benefit in previous -
'ndoﬁings of the disgussions by Mr, Walter Levy of the
Pdtrolaun Branch of B0A, and I have asked him to aome here again
thisfherning to bring before you the matters whioh have
-'@nvylopnd in vather acute lzsue sinse our last meeting, I
knew ﬁhtt in his usual very sineoro, effestive and informative

&ag hﬁ will present the story srd prepare hiuselt to answer

&na qupatnona which you may desire to propound to him.

! L; ﬁa3nj 5475 Frogram on The American 011 Industry.")
%  un. LEVYt I may porhaps add one pnrsonal remarx. I have

; ?noif gs you know, spent with ESA about one year, and I plan
tofresign fron BOA during the next month. Enrortunateiy, Mr.

f:fferrnum hﬁs not suaceeded in porsuading an industry man to

Lif?isﬁﬁoptfthis very deasirable asaignment in EQA.
I have ugrotd with Me. Hoffman that I will be availthle
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to him as consultant, but obviously the oll problems of ECA are
too big and too important to be taken care of on a plecemenl
er part-tinq‘basin.' Important decisions have to be taken
during the next year, and I need not tell you that 1t 1s most
important that Mr. Heffman find a competent industry man to
head up ECA's petroleum woerl

If such should mot prove to be possible, I believe that
our industry ecould not in all fairmess complain later that
nen'n operations are handled ineanpetontly by certain govern-

| _menﬂ buresucrats.

The policies that have been established by BCA on pet-
ruicﬁng I beiiqve: 1f carried out fiwmly and sucoessfully--and
it im a big ”1rﬁ;-i111 permit future effective operntioh
withont seriocusly 1npair1§s the American oil industry, I have,
as you knou, tried ny bclt to keep inﬂustry informed om |
what is happonins in EGA cone-rning oll, and I have taken
advnatagc of your patiqnue and yaur indulgence to report to
you at p#aetioally avo#y oﬁc of your quarterly wmeetings during
the 1¢Iﬁ Y.lr; |
 Inepel haven't misused your hospitality, but I felt
that 15 the administration of ng eil pﬁﬁsran as blg ;ﬁd_ul
important as this onﬁ; 1t is aetﬁnliy éhﬁ duty or'ﬁhe burcau;
orat to keep induntry 1nrerned on what is hlppenins and to
state as curly as pollible aud as opealy und frankly an pos-
#ible what the problcnl lrc and what the 1m$11¢at1¢nl or
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ECA's actlons might be on the American oll 1ndustr7.'
I havt‘ﬁried my best to live up to the small sommitment,

and I went to thank your Chairman and I want to thank the

Qounell mont'sincoroly for the opportunity they have given

me to do 80 and for the eonsideration and oooperation I have
reseived from your Chairman and the Counsil. (Applause)

OHAIRMAN HALLANAN: Thank you very much, Mr. Levy. I know

- that I speak the sentiments of this Council in expressing

our great confidemce in you. Whatever our individual views

may be 2% to the demirability of ECA and its operations, we

all have 2 great feelinz of trust in the administration that

you have given to it, and 1t 1s with the greatest regret

that we find it neeiuniry for you to leave. We are sorry

thﬁt ve do not have -anhOﬂo'inmndiatoly aAvailable to take

the jmportent pesitienm whiech you have filled, but you have

rendered a great iorviec to the country and to the 1ndu-try,

and we desire to express our parsannl thanks to you.
Gentlemen, I am v.ry”happy'thnt the searotdry of Interior

has found'itlpOllible to Se with?ul;on th;u oococasion this

morning. He has followsd the sotivities of the Couneil with

the kesnast interest. | o o

I think, Nr. Recretary, that the most aonvinuin; ovidonce '

- of the luntainod interest that the nsnbornhip findl in the

work of the Counslil is that, with this Halhinsten temporlturo

of 100 or 110, or whatever it may bo, 111 the way from the
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Atlantio to the Pacific the members of the Council have come
tb this npeting to indicate their desire to gooperate with
you and with the govermment in the solution of the.pending
problens,

This morning 1t was vcry'srntifyina to be able to have
the reporta of the representatives of the armed services, to
hear that their problomn are no longer seriocus, that thelr
demands have been fully met as far as petroleum reguirements
are oonocerned. Amnd I thimnk if néthius else weres Lo be sald
a8 to the ashievements of this Council, we do know that through
our sooperative effart very sericus shortages affectimg the |
military supplies were gone over and met. |

I know that you are interested in a number uf‘problena,
28 indicated by your communisatioms, and I am glad to be
able to say to you that the Council has approved this morning
by unanimous vote the appointment of committees te deal with
the question of imports and the question of adequate petroleum
supplies to meet any possible natiomal emergemoy:. That has
been dome by unaainaun-upproval of this Gouugil, and those
ccmulttees will Be 2ppointed promptly and set to work om
these important studles, |

It 18 nloe to have you here, and I kuow that the Couneil
'ouid be delighted to hear you at this times 8idretarw Krug:
(Applause)
| SECRETARY KRUG: Thank you, Walter. I was going to say,
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too, that I think it 15 a great testimonial to the value of
the Counoil that you fellows are here in this beastly hot
weather, I think most of you have been around here long |

fjonoush to mow that at least some seats in Washington are
pretty hot even when the weather 1sﬁ't hot, and it is for the
'prinnipnl reason of dooling them off & little bit that you |
gentlemen oome down here to help regularly four times a year
sand frequently in betwesen times.

I am very much pleased that the Couneil has agreed to

" undertake a mtudy of those two very important questions, There

‘are many others important, too, but framkly I think those are
&bout Eh"£”° toughest we have to cope with iﬁ the moment.

All T have to report this morning is i-thoﬂshﬁ maybe scme
of you wguid 11ke ?o-knew whers this tide lands oll 1ssue
stands at the momemt. I think you all kmow that at least a
dozen bills are pending in the Congress pértuiuing-to tha
matter, ranging from varicus bills that would quitclaiﬁ any

. federal government rights to the respective states, to the

: bill_thﬂt'the Adhiniutration recoumended six months ago that

would set up federnl management of the tide lands under some
. kiné of federal leasing arrangement. |

It seems to be the concensus of opinion by tholcxportu
in Congress that without some unanimliy of suppert, néne of
those bills Qill pass, and sertainly if several of them pass

they will be absolutely certaln of veto by the President.
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Sam Rayburn has been ﬁarkins valiantly trying to get some
unanlmity of support, and I am sorry to say that nérf;r, while
I think considerable progress has been made, no answer has been
found to the 64-dollar question. | | _

The state people have ocontended right straight through
thet they should manage the threeanil; band, and in the case
" of Texas tem and a half miles, and the Administration has
felt very strongly that it cannot yleld what the Supreme Gourt
h§l decided helongs to the federal govermment.

| We have tried a number of sountsr-~proposals that would
soften scme of the problenl.rram the point of view of the
states, but epparently none of them meet that issue. I do
want to make it olear that in our proposals we have never
tried o take away or baréain away whatever rights the states -
have. It has been ocur feeling that Louisiana and Texas and
any other state should have the right to go through the courts
and to th§ Supreme Court and have a dotorninntien wnade of
what their rights might happen to De,

| But even with that, the itatea-hnve'pne& relustant to

agres to any kind of management basis where the federal govern-
ment san start iinnius the area which the Supreme Court says
Belongs to Unole Sam. I think that is unfortunate bacause 1t
hes oreated uncertainty all aleng the line,

I have mnde-two‘fiiit; uyiulfifo the Gulf Comnt, and it

distrubs me great1y=ta.seiﬁn truntndéuiiprosran, laﬁfthing
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- 1ike 100 million dellars already invested, mow hanging on
ﬁncertuinty a8 to who in fast 1s soin; t$ lense those Ilﬁda |
;nd;havc valid leases or volded leases as the okse mey be.

o I have urged that we proceed to the hearings anywny;
th#t we htaks the progress that Mr, Raybum hil zade AB & |
starting point, and that the lssues that are -tillropen be
reviewsd openly by the aommittee, that they solisit the views
of ybu gentlemen who know & lot about the problem, and bhlt"
th.ﬁ reach meme determination. Whether that will be successful
or not in this Congress 18 very ﬁnrd to say at this time.

| Tﬁ- Administration will do everything in its power to
mest aﬁhqr_prnblenu of the states that are not 1nva1v§d in
this quca@iqg o: giving up what the Supr-pe'caarb decided
Uncle Sam hes. And by that I mean I don't think it is any
longer a queséian or‘utafe revenues, The very sericus con-
sern that the euir States have had t’ﬁm— their revenues néuza
be sadly diminilhed, I think. has been eased substantially, if
not eouplotclr. I think uayt and neanl can also be found to
afford .qunl trcatunnt in matters of sonservation, ta:ltiou,
and gquestlons of thlt kiud.

30, perhaps whon the O'thonny aauuittee starts holrinxi
on the uattor, we will hnve 8 lot of tho underbrulh out of
the way and thcy will hnve the prebl-n or dqniding 2 divialon
of the royalties and the problen ef deoiains whnt to ao aboue

managemsnt. I think thin problnn 1- or tr-mnudous 1npertanee
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to the industry and it is of tremendous importance to the
state and federal g@vornnénti, and I hope if those hearings
are nohedulﬁgﬁthat you men who underuﬁqnd the broblem 1111 |
iolunteer yaﬁﬁ advice and eouni;l to the cowmittee, with the
hope that we oan come ocut with something that will permit
proceeding with rapid development of those vitil resources
in the so-ocalled £1Ae lsnds,

I might say that all these proposals carry with then
now & olear uaderstanding that the states will own and sontrol
all of thelr inland waters, and the mo-called coast line 1s
being defined liberally emough to protect the harbors and
besghas and shore f;eiliticu‘thnt the states might have or
might be interested in,

That, in brief, is the condition today. If hearings are
scheduled, we are hopeful that they will be within the next
two weeks, And irf any of you gentlemen have any ideaus that
you think might expedite a settlement of it, I think you ought
" %o be sure that I get them mnd thet Senster O'Makioney and
Speaker Rayburn gei thenm;

I.de.hope-thnt in the two studlies that you are embarking
on now, some of the knotty world-wide problems will come into
elear focus, because from what Mr. Levy told us this morning,
1t 18 clear to me that our American oil situatien is golng to.
be from now on out donsiderably scmplionted by the devalopment
of oil elsewhere sué-byithighitﬁi&; of markets that will come
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from returning world recovery. .

I would be glad to aunweb any Quantionn any of you fellows
night have on the tide lands matters or, for that matter, on
anything else. |

CHAIRMAN HALLANAN: Are there any questions, gentlement

MR. BHIRLD: Mr. Krug, do I understand sorrectly that
if we sompromise on the tide lends we still have our day in
oourt?
| SECRETARY KRUG: Yes, sir, absolutely.

nﬁ. SHIELD: T belleve that is one hoint that most peacple
in Texas do not understand. |

SECRETARY KRUG: T notlced thet from editorimls that I
saw 1in tpg_papcfs. Apparently the feeling 1s pretty deep in
both states that we arg{ trylug to compromise you out of ydur
right to your day in aéﬁrt. That 1s mot so. The Attorney
@eneral has said that the rights of Texas, Louisiana, or any
other state to have its particular metter adjudicated in |
aeurt'uon't be projﬁdieed in any way. |

MR. SHIELD: I think i1t would be very helpful if we
oould get that spread to where people understand it,

OHATRMAN HALLANAN: Are there any other questions,
gentlemen?

MR. WILSON: I domn't like to be techmleal, but you spoke
several times about the Supreme Court deciding these lands
belonged to the United States, I am not a 1apyerl,bu§,1



iR

T LT e

44

-;; %

thought they had avoid;d aayinérihat. -izjﬁkﬁ

SECRETARY XRUG: That is ‘?th I uid “hm.onged to."  That
isn't & legal term, and I think 1t eovarh tha wnterrront.

CHATRMAN KALLAKAN; Well, they don't seem to have many
questions to shoot at you, Mr. Secretary.

SECRETARY ERUG: I thought I would sit in and take in
some more of the talks,

CHATRMAN mmm: / Pollowing the line of Mr. Lew'l dis~

e

oulsian!él want to present to the Qounail Mr. Prlnais KoIntyre,

Acting Direator of the Office of International Trade. Mp.

MoIntyre.

MR, MoINTYRE: Qentlemen, the assignment of following
both Walter Levy and the SQaroﬁaryin more tham I am up to.

I ean't begin to matoh the importance of the remarks end the
interest of their content.

% have one thing in commen with Mr. ILevy, however. Ny
resignation from government is even more lmminent than his,
and tomorrow is my last day. Hhii; no such loss to the govern-
ment is represented hy-uy_dcparﬁure ii‘by his, I do feel an
equal freedom to be expansive about bureaucracy in general and
need for better trained 1nﬁuntryvroprenontat;wﬁ‘and7éxperioneo
in government.

I should like, howtvir, to supplement what Mr. Levy has
8aid by pointing out that the Department of Commerce is in

urgent need of one or two top petroleum men for work which 1t

i
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has had to leave undone and 1nad¢quatély done rorquiéng tine.
Perhaps what Walter and I ought to do is to\riud\aane of
the good poimts about government servise smd clte tGhem here
'In"the.hap- that we sould get some volunteers for this work,
iltheush cur own exambleq are not the most construstive sort
of propagands, perhapa. i will clte one instance, however.
A man who 1s now & colleague of Nr. Levy at XCA, Sam Anderson,
‘wWas at the end of the war bidding good bye to his auaoaiatcl_
.1n the American Requirements Comuittes, and all of us were
_sorry to see Sam go. ﬁb carried on a tradition in that com-
mittes in 1ts important work which had been established by
the present Secretary of Interior. Sam was telling us that
he wac sorry, too, to leave, and the phrase he used in ex-
pressing that is worth remembering. He said, "Gentlemen, I
have often paid six-sixty for seats farther back." (Laﬁghtcr)
Ny responsibility in the Department of Commerce has been
~ for the sdministrationm of export comtrol. ‘There was 2 perioed
i of time, with which you gentlemen are familiar and whish really,
?1mposqib1¢ as 1t seems, was only a little over a year ago,
Eﬁhcn the situation in the demestic distribution of petroleum
Ewaq Qurrioioutly upset am to subjeot the induatry and our
1effioe to enormous pressures for the sharpest kind of re-
istraimt on the international movement of petroleunm.
. The Department of Commerce resisted the pressures that

Were then placed upon it for the somplete embargo of the
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movement of petroleum, and the Department of Commerce does not
rind today 2 hasis for embargoeing the international wmovenent
of petroleum. |
The oxporﬁ eontrols which remain onm paﬁroloun were placed

there at a time when the avellability of adequate supplies
for dancsﬁia_uue was the primary consideration, and an
appropriate distribution of the material to thome points in
the world where it was nénﬁ needed was the next consideretion.

Yoday the problem of adequate domestic supplies is not
en immediate and pressing one. The only remaining basis for
cxﬁort-eentréls over petroleum 1s the basis of national
security, I realise that in the nature of the conmodity the
sontrol of exports from the United States of potrolaum products
1s of limited sesurity significance. Nevertheless, I want to
pay tribute to the perfectly magnifiscent way in which the
petroleum industry has cooperated with the Department in this
diffiocult administrative matter.

~ There has not been, %o my knowledge, a single 1nu£anne
in which 2 reaponsible member of the petroleum industry has
f pldsed hin compeny's perlonnlrndvuntlsc &head of the alleged
séaurzty.henofits to be obtained from restrictiocn of exports
to certain destinations, however limited those mecud ty
bonnrita-night in faot be. i think this cooperation has been
splendid. The Repartment would be remiss if it failed %o

take this opportunity to say to the industry how;sfnteful-it-il
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for that help.

| The Department is, of course, today in receipt of much
correspondense discussing the problem of p;broleum imports.
The proposals in this resmpect run the gamut of those with
whieh you are famiiler,

I should say the most common one i# that the U. 8, petroleum

market be reserved exclusively for U, 8. production and
thet foreign sources, however owned or controlled, should
not have aocess to the V. 8. as a distributlion area,

The Department of Commerce recognises that there may be
et scme time in the future a situation in the domestic petroleunm
industry requiring the imposition of control barriers on im- |
ports, but the Department is today keenly consoious of the
diuparitj hetween the level of U, 3. comnsumption on the one
hand as a share of world consumptiom and the level of U. 8.
resources &8 & share of world'rasoarcos.l The Department is
sonversant with the continuing substantial level of U, 3.
production.

The Department 1s, fortunately for us--we have enough
hesdaches without it--not directly oconcerned with the problem
of production limitations in specifioc geographic areas. But
taking all of these factors into consideration, the Department
reaffirms 1ts convietion that intermtiomal trade should be as
un:ottorqd'au the national iituatian will permit; and the

Department does not, therefore, advocate at this time the.
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imposition of severe or drastie limitations on petfdlaum
imports, |
_ Iileave this to my suceessor in International Trade. i
am happy to ammounce for those of you who know him that Lering
K. Maoy, who has been Aecting Director of our cammoditiea
Division, is the new Assistant Direstor of Intermstional Trade.
Mr. Macy 1s & Very sble wan, and I am sure those of joa who
have occasion to deal with him will find his caliber of the
highest. |
I begueath to him; ﬁith scue misgivings aa to the head-

aches whish I kmow he will inour, the coping with these prob-

lems of control which remain far from nqttlcdg far from re-
solved; But I thought I oﬁsht to speak tco you frankly of the
Department's views as they are today, and I helleve that I
have summarized on this essential poimt the Department's
position,

It-there is any comment or guestion in which I could be
helpful, I would he glad to try. Thank you very much for
glving me this chanee %o speak briefly to you. I Believe that
is 81l I have to say. (Applause)

- CHATRMAN nnni&wnﬁ: Are there sny questions?

'SRCRETARY ERUG: Pranois, what 1s the ploture on
eongressional inquiry 1nto‘1npartl of petroleun? |

MR, MeINTYRE: Well, there has been & moderate lnguiry.
We have had relatively little question so far of that sort.
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We have,; of course, caapefatad with Mr. Ellis of the ataff of
the House Jmall Business Committee, which has been conducting
hearings in this field. And Mr. Ellls has obtained from our
Office of Intcrﬁatianal irade staff a good deal of data as
to imports and sxports and other information that would be
within the purview of the Department of Cammerace.

But so far this mattof, whieh 1ls so important in the pub-
11s disoussion, has aome to us mostly im inquiries from persons
interested in the trade mspects of the probiam direotly and
from the inquiries of the eﬁumitt-n staff rather then from
the usual congressional correspondsnce.

SECRETARY ERUG: That committee hasn't made any report

yot? |
_FR. MoINTYRE: Not ®o far as I know,

. “fawgggggnnu-EALLNlAN= Thank you very much, Mr. McIntyre.

ask Mr. levy any questions. Would that be pessible now?

dﬁnIRHAN HALLANAN: Mr. Levy, ere you open again?

T Ay :

MR, LEVY: Yes, sir.
MR, JAGCOBSEN: I would like to ask what the status 1is of

T AT = e o
TR mg&"":'?“ﬂ"ﬂ'zﬂryax

© the matter of supplying drilling equipment and so on for

forsign enterprises in the development of reascuraes.

MR. LEVY: Up to now, the ECA has approved dollars for

one Italian or PTrieste refinery. That is the only projest

that has been approved up to now,

B e e e E
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On the other hand, ECA has agreed in principle to an
expansion of refining facilities in Europe up to a level of
about 42 million barrels. The approved rate is 810,000 or
820,000 barrels a dey.

The European countries themselves, I think, can go shead
&nd build up at the moment to sbout one millien barrels a day.
We have asked the old EEQ, whieh was an organization of the
Eurapoﬁn oountries, to include in that capacity and to give
first priority to all privately fimsnced projests, asting on
the assumption that 1 somebody else wants to spend his money
for & development in Eurppé; we are not teo‘keon to spend
V. 8, taxpayers' money.

‘Thcraforcl in thc‘QE milliaﬁ toms capacity to be constructed
by 1952, as compared with 24 or 25 millien tons now, we have
about 8 er 10 million tons capasity whisch will be finanecd,
by private lnvestment, new dollar investment, and EOA will

finande only the differende between these 10 willion tons

?bﬁivatoly finansed and the 18 millien teo be'gppfavod,

As far as overseas developments are conserned, I should
perhaps clarify what I sald half Qn hour agoe. Ve have taken
the position that an expension of production and refining
facllities ovcrlcaariu Justiriable only té the extent that
the output from those fagilities can be mold in line with
normal market expestations. Or to.put it differemtly, 1f the

British-Duteh oll industry would sey, "Look here, we are
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selling our oll for sterling world-wide, and everybody wants
to buy oll for sterlimg, and im partisular wants to buy oll
for sterling if he can save dollars in that nanner. Therefore,
there 18 no oversxpansion boouundlwt oan sesll whatever we
producs.,”

We would take the attitude that if such markets for
British o1l oan only be abtain&d by agresments a la Avgentine,
nxclﬁuivo ngrqqmontu whieh 1n faet for five years olose a
market te anything elme but Nritish oll, we would not conslder
that to be a legitimate market expansion bechuse we feel we
shauldn't 844 imsult te injury if we can help i%, or shouldn't
use U, 8. texpsyers' money to finanae development projects
whish can only be Justified on tﬁc basis of exolusive arrange-
ments for the sale of output rraﬁ those projects,

That 18 the over-all poliey that we have established.

M, JACOMSEN: How do you determine where the particular
money goes that you might advamce? Take the AFgentine queation,
for instanse. HEngland could go through with the Argentine |
deal without bullding any new refineries baecause they already
havc-unaugh refining sapacity for that, Then if you finanoce
the bullding of additienal refineries, either oversess or in
England, you ean't say that- bhis particular meney went for
that purpese.

Hh.'hﬂf!t We souldn't 4¢ that on this specific bamis

because at present we are engaged in disscussions with the



52

British and the Dutoh in whieh they present to us their over-
SeAs expinsion program on an over-all besis rreh 1548 to 1953,
and of sourse you oan't evaluate suoh & program up to the last
warrel. |
But it should be pretty clear from a careful study of thie

program that as the output that the British plam to obbtain
by 1952 in terms of orude oll and refined product is more or
lens 1n Iine with the normal sompetitive position af the
!ritish or whether 1t prouuppaion an expansion of British
seles in other merkets which they didn't have hafore aﬁd which
they aeuld only obtein by making barter arrangements or making
restridtive arrangements as they have done in Argentine; we
wiil‘alwnyi have individual instences which we eannot protest
ourselves against; and im that situation I tentatively indi-
cated that it might be possible perhaps to work out a molution
where Amerlican eii sompanies could sell to norsterling n#ent
for sterling, with a certain limitation on the use of the
sterling which would remain im the hands of the companies.

~ This projest 1s ;ehually depigned tq take care of & mitua-
tion like that in Argemtina, hut I weuld like to add again that
this 4is a very complex; & very tieklish, a very difficult thing,
and lots of thingn ¢an go wrong amd very few things go right.
T6 leave these two key offices without competent men, I think,
is something which is &t least riasky. It 1s a problem, and I

think 1t leads rightfinto the nnﬁﬁ point en the agends.
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MR, ROWAN: Are any of the E(A fumds going intoe the build-
ing of pipelines or building of wells of p#aductien?

‘HR. LEVY: We have agreed to provide dollars for the ex-
pamsion of production im Europe whisch is relatively unimportant
from & world-wide point of view, but which 1s pretty important
in a country like Austria or Hblllﬁd‘ We have agreed to
finanse these projects.

As far as overseas projects sre congerned, we haven't
even consldersd any of those for finaneing.

MR, JACOBSEN: You said somewhere that you had financed
& lot of dollay--

« LEVY: I will tell you what that was, The atrataxio
Hatcriul Branch of ECA has agreed to make a few oxperts on
mineralogy available to the British govornmsnt. This is
really a strategic survey for minerals. ,
CHAIRMAN BALLANAN: Are there any othér qu?ations,
gentlemen? |

- SECRETARY KRUG: Walter, I wonder if I oould ask one.

You said the objectives of the ECA for the long run are restora-
tion of economic pfoaperity, breaking down thené trudo'baﬁriers.
I think there 1s a growing comcern on the part of a lot of uas
that the barriers are inoressing rether than deorsasing. Do
you care to make &ny commtent on that?

MR, LEVY: I think we all share your asondcern, nﬁd the

experience during the last year was not too encouraging. As a
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mﬁttor of fact, the present British n:iiii again brings us
back exaotly where we started from, or probably even a little
Bit before. | |

Therefore, again 3£ I mny‘iaf 80, we feel it 1» very good
and nice to tallk about 1ons~terﬁ.zoall,-na-rcstriatioun,.free
couteftibility of ourrsney, but untll this is ichit?cd we
may all lose our shirt. Therefore, this in itself and by 1t-
self would not do the trick, and more immedlate means have to
be taken. |

on ﬁho obher hand, there is & great tendensy in

Burope to tréde in sterling blocs. We may well face B situa-
tion where there will be a dollar blec, a very small cne, and a
sberling bloc, & very large one. And I thiak Nr. Hoffman is
as keenly aware of thia danger 23 any man and is fighting 1t
ap herd as he ¢an,

Basioally the problem, Nr. .Secretary, is of course one of
¥. 8. imports from Burope: We liﬁply sannot mell more than
we are willing to buy, or we have ta l\tbl’idile-lmbodm It
all comes dowm to that. When we face 2 situatlion where a
¢ountry ruas out of dollars; 1t 18 very hard to talk them into
spending dollaru_they don't have.

CHAIRMAN HALLANAN: Is thers any further discussion,
gentlemen?

MR . wﬁsca&ra' Nr, nnvy,'do yeu think there 15 any chance
of improvement in the British nitu;tion_ﬁu you see 1t today?
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Hﬁﬁ LEVY: That is & leading question, (Laughter)

I believe that the origimsl British progrem whish they
.auhmittnd about a year ago indlocated that inm 1952 or 1953
greet Britain would prébnbly be one of the few European
countries whish would be independent of dollar ald, One year
lager we hﬁv«.thia British orieis,

In the original British progftn,'roﬁ instance, oil played
& very important role. In the evont this country should ever
beoosie & very 1$rge 1ﬁporter of oll, T am sure that this will
be & major fastor in the British balance of payments. On the
:othor hend, I don't bellsve that these imports will take plese
a8 long as we have sufficlent oll &t e reasonadle price in -
éur own dounkry.

SECRETARY inua: Walter, what happened that ohamged the
British pleture so rapidly? It seems to He 1t'wts only six
‘moathl ego that the British were boasting abeutb éhoir
aahieveuents. ﬁﬁab happened?

HB.\LSvri_ The British cmberrassed ue greatly by bossting
$oo muoh. But the story behind 1%t is 2 twofold ome. I thinmk
in-the firat lnstance exportes to the United stét;; have de~
- olimed during the last four moaths very muoh. Nobody buys
British oars any more amd, in addition Yo that, very few
people buy British shirts at $10 e shipt, During & period of
flush money these Ehirts wepe boughb} they are not bought now,

80, British exports of textiler hdve gone down very muech.
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An added factor was this ﬁalk-or devaluation. You lmow,
the newspapers here and officials have talked very freely
about the British pound and how it would be d-vu;uea soon to
$3 or lese. No businessmen is buying things at the rate of
$4 a pound 1f some high government official tells him that
& month lﬁter the pound may be worth $3. )

Theae.two factors %ogether, plus the fact that we our=
selves 1n the 8tates here have caught up with the pent-up
demand and ﬁht fact that our industrial machinery can outf
pfoduae any other industrial machinery, have all combined %o
make the 1ife of the British exporter as tough as that of the
V. 8. exporter,

KER. JACOBEEN: There is algo a third factor, the increase
in pound éost of‘British”merchandige'due.to less output and
higher wages and lack of productivity. -

MR, LEVY: Theylare not competitive in #ny free market.

MR, amcoﬁaﬁua The dollar eost goes up, and the effect
of that 1s further accentuated by the overvélu&tibn of the
British pound. R |

¥R, LEVY: Exactly, I talked to two major oll company

2 3

executives the other daj; and they told me they don't pay $10
for & shirt, and if they‘doﬁ;t do 1t, I wonder who else does,
(Laughter) |

MR, WILSOM: A little commentary on the British problem
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thorough Investigation. He interviewed all the higher-ups,
Sir Stafford and everyone, wocording to the story. When he
£inally got through, he got ﬁore and more discoursged, sad
told Sir Btafford he headn't any :diice for the Chemcellor but
that he did have a plece of personal advice he would 1ike to
give the King. |

The Ghaﬂcellq: sald he L[ 1] ﬁhe.xingil minister and thought
he should get 1t. The mam said, "Well, this is just a personsl
plece of advice for the King's ears'only; ;!h finally got ﬁhu
audience and went in and told the King that after thoraughiy
reviewing the erisls, the only suggestion he had %o mnkc‘
waas that Fe put Camada in hia.witcis name . (nush#c'r)

CHAIRMAN HALLAWAN: Gentlemen, a® we move down this
agends and come to the ¢lose, I am aoonsalous of the faot that
three of our'members who activate our disoussions here from
meeting to meeting are not here today, namely, George Hill
and Barney Majewskl and Pete Jones.

We are goming down the home stratch here.

MR. JAQOBSEN: With regard to Barney Majewski, I under-
stand he 18 quite meriously 111, Would we do lﬁythins vrong
by way of establishimg precedent if we aakeq‘our Chalrman to
send him a telegram and say we misz hiwn?

| CHAIRMAN HALLAWAN: It would aertaiﬁiy be nothing wrong.
NR. MEECE: M. Cheirmen, Bagney is back on the Job, but

he has bean very seriouzly 111,
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Now, before completing the agenda, I would like.to ask
the members to participate freely in this discussion. I dén!t
want you to feel that ﬁe are limited here striotly to the
agenda. Naturally, with the representatives of the various
goverament departments appearing, we must make way for th&n;
but I don't went that to have the effeot of restricting 2
free diueunnion by the membership of the Counocil,

You are privileged to bring up any question that you
want %o at any time for tht consideration of the Counoil,
and if we desire to rcrnr/%: the Seoretary for his considera-
tion; that raad is always open, I think there may be some
misunderstanding as to the functions of the Coumeil. We are
ngt limited here to any discussion of any problem that can "
always be brought up; but 1t takes its &ourse, 1f the Couneil
so sees fit, and can be brought to the attemtion of the
Secretary of the Interior or the Director of the 611 and Gas
Division.

Now, for the gemeral sdod of the order, 1f there
are any problems, let's have this meeting campletely free nnd
6pon to any discussion. Let's de nliufed that there is no
rontrietion to any subject matter at all: |

Is there any matter under the huadinz of new bhusiness
that you desire to invite disoussien on at this time?

MR, R, BROWN: Np. Ohairman, there is 8 very serious
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question on whish there have alresdy been two spesches wade
by agencies of government, and that is the import question.

I have hesitated to bring it up bhecause 1t has been submitted
to & committee for study, and I don't think 1% is quite right
to natieipaﬁigthhir study. I den't want it to be inberpreted
that I whﬁiéhtgrtodlr agree with the twe agencles of govera-~
ment in their viewpofnt, aad at the right time I expest to
present our view, . .

CHAIRMAN HALLAWAN: Gentlemen, there was oreated a Gﬂl*ﬁ
mittee on PFersonnel for Govermment Purposes, and you will re-
‘¢all at the last meeting the committee submitted & recommenda-
tion for the appointment of Mr. Robert Friedman as the
Director of the 01l and Gasz Division. That was your unanimous
action and was passed along to the Secretary of the Interior.
Well, subsequently Mr. Friedman found it neecessary, by reason
of other epportunities which we were advised about at the time,
to resign and to engage im another field,

Kow, this committee has been dctive in eonmection with
this particular unttir, and wq-hnvc had two or three meetings,
and for your 1nfo:u;tian I may say that certain names have
been recommended inﬂ -uhiittod tq=thd\§pqrotiry of the
. Interior for his connidcratiéu,en this ;bpéintmcnt. .

At the time this committee was eenstituted, I don't think
1t was anticipated that we should ge beyond that field, but in

view of the remarks made by Mz, Lsvy, I do want to advise the
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- Qouncil that we view with great inpartanec the matter of his
succennor in the Petroleum Rivision or ECA, and whether or
not we were egisinnlly constituted with that in view, we have
attempted to seek out any suggestions as to competent and
available people to recommend as Mr. Levy's sucaessor, I
think he has smphasized very properly here the great lmportance
of having somebody of sompetency on that Job;' He has stood on
the dridge and he knowa what 1s on the horison.

rhé sommittee will be very happy tb have any suggestions
fron'anybady as to any person that they think might r£ill the
requirements of that important assigmnment.

| MR, DRAKE: That would go for the Gunnoéan Department,

too.

CHAIRMAN NALLANAN: I am chairmen of that committee, and
I would be very happy L6 recelve any suggestionz from any of
the members of the Couneil.

Mr. Fentress, do you have anything to add? |

MR, PENTRESS: I would like to first express Bob Prieduan's
thnnka again for your vote of confidemse im him last time, and
to state for him the great Aifficulty he had in deciding whether
to stay with the govermment, with your support, or to go out
into industry, and he finally, after a very difficult decisiom,
deolded to leave the government.

r-ru@nnlly I would 1ike to express my thanks to all you
sintlemon for coming here today and for contimuing the fime
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support of the Division and the Department.

Ve reslize we have given you tWo very diffieult problems
_this time. That is one rezscn we haven't tomaed a lot of
others at you. I think Af we can get mmsistange on these two
very difficult problems, 1t will be & very great contribution
to us. Ehank you, gentlemen,

GHAIRMAK HALLANAN: Mr, Sesretary, do you have anything
to say? |

SECRETARY ERUG: I just have two other comments.

I think you gemtlemen would he interested to know that
our appropriation bill has been reported by the Ssnate com-
| mittee, and we did all right on thq money. We took a beating
on soms other things that are mot of diresct concern to you,
but I think thanks to your help we have cur oil and gas work
pretty fimly eutab;;-hed in the minds of the uenhérl.or the
songroil; : | |

The other point I wanted to makes was to reemphasisze what
the Chairman hés said sbout the need for persommel. It is
harder and hardér to get anddkoeﬁ gcod men in tho governaent,
and I think you gentlemen who come from the larger organise-
tions might well give some consideration to working out a
plan where some of your bright yuungir-mnﬁ might spenﬁ a couple
of years in the government at the sight time in their develop-
ment in your company. |

I don't care how big your organisation 1s; I think the
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govermment is a womderful training school. And while it might
look like a short-term disadvantage to lose a fellow like that
Tor two yoiil, I think if you are oconsidering him for an 1&*7
portant position with the company later on, he sould well af-

ford $o spend two years or at least one year in some govern-

ment department kmowing that emd of the Jjob.

If you don't get people with that kind of Background, then
you have to make tThe best of it with fellows who don't have

any experience except that which they pieked up in government

Jaba. Fhe committee has been very hnlprul to mc in trying to

find » successor for Max Ball, nnd I hope | 3 the time of your
next meeting we will have him anmd will hnvo-him well entahliahad
in his pal;tinna

Any ideas that any of you have will sertainly be grestly
appreclated by the committee and by me.

Ni, HOLMAN: HKr. Seoretary, I am glad you brought up that
subject, beotuse I sm sure that industry as & whole wants to
do whatejtr 1t ean in helping government with the many problems
they have. Also, the experience of my own eonpany has been
that what you ssid is true. Ve don't think a man loses any-
thing in value to thqgaanpcny or to himself! by some government
service. |

I would like to omll thii;to-your attention, and I am sure

you are aware of 1t. I think you can do a lot in government

eirnlos toward having government tuko a littlo better attitude



63

. toward this problem in the sense that even if we have aEployeas
* that are willing to come and even if the goverament is willing
tc:taim‘thon; there are certain 11h1tlﬁionn the govermment
5t11]l has on pecple coming from 1&@&:##7. |

It makes At very diffieult. Now, ;n different departments
1t 1 diffioult, as you know. rertunaﬁiiy, in the Imnterior
Department, I think it is essier than in some of the others.
But there 18 a2 real problem in that, and I think ir there
sould be some study on the purt‘or government and industry
made on a subjeoct like that, 1t would be quite heipful.

Now, the Chamber is interested in this same subject, and
so are N.A.H. and perhaps various other organisations. But I
was partiauiurlyfrqminded of 1t because the mew president of
the N.AM., a very energetic and able fellow 2nd a very

vooperttive fellow who has great respeat in business oireles,

| talked with us a few daye ago about this same matter, and I
urged him to talk with sovnrnnentﬁpecple-lboﬁt the tachailoeal
difficulties that arose as a result of tha rules that govern-
ment had, 7 \

I think that at some high level in government, if youjqaaii '_
give some authority, some authorited study of that should be =
ni:; in connection with industry. It would help a great deal
on & good many of these problems that nane‘up‘fral5dly to day.

MR. JACOBSEN: What are the hurdles?

MR. HOLMAN: Well, we can talk about & prastisal problem
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we had jJust resently. I think that Mr, Levy here could tell
you about 1t. A wan oomes to ﬁhn'sevorﬁmnnt, an able fellowy
he has téaivs up 1nr0itn¢ﬁts'hn has and he has to surrender
rights he has in cempanies, Irrun & govermment standpolnt or
an industry standpoint I don't think it amounts to amything,
but from & palitié#l.itnuﬂpoint 1t 18 deemed wise to do that,

Now, you nre.jﬂlt nggLsoins_to get very able fellows,

Ve actually had o man willing to accept this ECA job, But that
thing oame np. He was n v¢ry able fellow, I dn sure he wWould
have made #n oxcollunt successor, and he was willing to ¢ome,
but thnru was the hurdle.

It is Just unfalr to ask a man like thet to sosept the
Job and give up sertain investments he hes, You just ocan't
get men bo do that. I don't kmow what the anewer is, but I
think that that is certainly ome of the big hurdles we have
%o oross in order to get cooperation between govermment and
1uduutry.

ONATROAN HABLAHIN1 Especislly to get the competent men.

MR, HOLMAN: o sot the competent men, ves.

SEORETARY KRUGs T think that 4s & good suggestion. Yeu
‘have brought up cne that to me seems to be an almost 1n:ﬁporaigq
problem. It is jJust one of the asrosses thet government people
have to bear. When I came into the jJob of Sworetary of the
Iﬁtoriorg I gave up all my ;ntﬁutupnti except eﬁ- in & gobton
mill. Now, what & cotton mill:has to do with Interter I hu._‘_
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ﬁover.rauﬁd out, but I have taken eonstant amd oéntinual abuse
ebsut 14, Thank dGod, I dont't own sny oil stooks,

CHATRMAN MALLAWAN: I whntrta announde the appoiﬁtmant of
two additiona) members of the Committee on Persomnel, Mr.
Rodgers and Colonel Drake. I desirs to 8dd them to the member-
ihip of the Committee on Personnmel,

MR, WILSGN: Mr, Chairman, you were inviting & discussion
of industry problems. There is oag.prohiem I think we phould
all be aﬁarc of} Some are, T am sure, T don't think it 1s any-
thing the aeanéil s&n act on without a committes report. It
' 1nrnat.aaking for any‘aéeion except that we he aware of it
and take it into meocount in any comments we make on the
situation.

rh-raris & very unfortunate dolny,'£rmn the itiuﬂpoinﬁ of
the public, in the lumler-éﬁosran.of getting oll into denleram!
and consumers' tanks, That nny—rinult in & falee ncnuéror.
security that we have Plenty of oil even for s hard winter,

We have to recognize thﬂt in all probnbility in this aamins
yesr we will have two majopr raetoru in 1nare&-1ns demnnd:

first, an inorease in the number of oil burmers; and, sescnd,

We will be comparing an abmormally warm winter with a presumably
noruel winter im the year té come; |

80, we do have & very substantisl prospestive demand,
and even though it looks as though stoslks nra*iwrfioient, when
you begin estimating what g in-eenlauarqi tanks, you may rin&
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that that entire surplus hes evaporated, and with any con-
tinuation of present low rums, you might have some diffiewlty
Af we don't get the comsumers té £111 up thome tanks so that
We have racm for more to take care of what might be a ﬁurw
large winter demand. J/,j/

MR, R. NROWN: Mr. Chairwan, I-think he hes raised a
very -eé;oul QECttiﬁn,. I am looking at 1tfféan somewhat the
polztieaiﬁsidq, beokuse my feeling is that we may ke rupning
into the lium cnhurrtlliaﬁt we suffered in the winters of 1947
and 1948 when we had spparent whortages of otl.

I think it 1s something We ought to give & lot of Shought
te} I have tried to analyse 15, #nd I a having daiffieulty. |
An:rax as I have hean able to find out, the consuxiers ars some-
what unwilling te go out and ﬁny mnch of the products because
of an antleipated deelining market; they want to get the
benefit of that. I don't know how widespread that is,

_'Aﬁathur thing is that we misjudged what we nqodch to do
about oil, and we hruﬁsht in an awful lot of the heawy oils
into this market fram outside, particularly the burning oils,
and that has rendered a lot of the domestic refiners inompadle
of operating on a sound basis, and they are closimg down or
cutting wask thelr ylelds on thet produst bedause ths# can't
get emought out of 1t to Justify their operatioms.

That may men that At the beginnimg of the winter we will

find a shortage in burning olls, and as far as I have besn
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aﬁle to Bee, 1t 1s traceable to those two thinge lsrgely.
And I think We might suffer very seriouslv politically, because
if somebody starta another shortage ery, 1t isn't one branah
of the industry but the ‘whole industry that 18 going tef
suffer. |
CHAIRHAH FALLANAN: It ie that very situation, Mr. Browa,
which oreated the feeling that the rederal governuent lhauld
step in snd take over the oll imdustry.
MR, R, EROWN: That is right, and it sould very well
develop and develep very rapidly.

P MR, GRAVES: It presents a problem as far as transporta-
tion 1a doneerned, too, Mr. Cheirman., That is really the
adute problem we have. If the weather is unfavorab1a3t¢

/ transportation, yeu nn& £ind we wlll have graublu. -Rﬁ%t'han'

given us donsiderable ccmeern. _ ﬁ

— C¢HATRMAN HALLANAN: I8 it really the senaeof,thg'%éetins
that this suggestion ahould take some form of aetion %fth¢
@eunoil? | EE
MR. WILSCM: We have published an advtrtiliucnﬁ‘infﬁur

area stremgly urging summer fill and making the v1riani-ﬁ§¢u~

ments for 1t, end I think others oan do that. J-Efk
I thimk any other comments that are issued onstati!ﬁgel

about stooks sheuld take that inko mocount. I 18 a airrgij

thing to be sure Junt how much less there in. You- dam*a kﬁqw\

|
how wmuch more they have at the end of the winter, buﬁ Sey \
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have certainly put a lot lass imto storage them they did at
the end of the yeay,

un,_nnnxz; You are glving them protestion ou'thq prlioe,
too. _

O, R, BECWN: 'Phat is true in sertain plases. There is
& protestion in price for larger users. It WAy be you are
-daiﬁs it but it dsn't understeod. I haven't found many that
were conseious of i%.

CHAIRMAN HALLANAN: T think 1t applies to all users,

MR. R, HROWM: T will tell you another thing, and this
1s going to hit right back in the middle of our fase. Im oar
anziety to sell this heavy oll, we have gone into the eoal
1ndnstrfiiﬁd we have practically driven them off the Atlantie
seaboard, and I suspect we are géin;ito hear & lot of howling
\Qut\af the ooal people, and we may find & demand for an exdens
of heavy eil‘th;t we have had Befere without thc ability-to
~ supply it. | | -

Hﬁg FENTREBS: Nr. Chalrman, I wouid like to offer one
cémment. There have Deen several cases brought Lo our at-
tention where the sompanies have offered the price prot.utién
to their direct oustomers. But thers 1a slso a big body of
internediate distributers who arn'not‘paisius_an that offering
'nf priéé reduction,
| I think thers is a fleld there where the‘induaﬁry oan
- ensourage distributors to let thelr customers kmow they are
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paseing it on. I know of several individuale here in Wagh-
Angton Who have not redelved any such notice from their dis-
tributors. |

¥R, R; BROWN: I ¥wow of one conswmer that hasu't heard
of 1t, oo,

CHAIRMAR NALLANAN: It is a very threatening situation,
in my Judgment. | .

AUMIRAL BIGGS: JMr. Ohairman, I might remark im passing
that this particular situation has been & seurse of acnsider~
able worry in my shop, for the simple reason, as we view it,
that if you rang even a warning bell way ahead somewhere and
everyhody suddenly rashed to f111 up, partioularly from the
smaller bulk plamts right down to the wan who burms it in his
house, we wight find curselves im & most beautiful mess, both
from the standpoint of physioal Lmminent supply as well ag
the snarl of tramsportation. I% does have & slant in our
direction. | |

CHAIRMAN NALLAMAN: Is there any further discussion?

PR, FRETRESS 'Ehnrn 18 cne other poimt, tec, that i
think you should be aauv&rlant with, We had & very excellemt
1ndulﬁry struoture under the Qounoil during the last perioed of
"shortege.” That was set up under Publie Law 395, whioh ex-
pires at the end of September. There will be no such anti~
trust proteetion at that time. '



70

CHAIRMAN HALLANAN: Qentlemen, the order ar; business
hes hoén sompleted, If there are mo further matters to come
before the Counall, a motion to adjourn le in order.

(Upon a motien duly made and sesonded, the meeting
adjourned &t 12:30 p.m.)






